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I. EXECUTIVE SUMMARY

This Business Operating Plan (the “Plan”) provides a guideline for the Native Village of
Kwingillingok’s maintenance, operation and sustainability of the Kwigillingok Electric Utility
Upgtade (the “Facility”).

The Native Village of Kwigillingok, operating as Kwig Power Company, will be responsible to
operate and sustain the newly installed Facility and associated electric power generation equipment.
This plan has been developed to assist the Native Village of Kwigillingok with that effort and
estimates the minimum resoutces required to sustain the Facility; however, this plan does not
include discretionary expenses that may be incurred by the Primary Operator, which are not required
for the primary function of electric power generation and distribution. For the new Facility, the plan
includes minimum estimates of operation and maintenance needs and costs, renewal and
replacement needs and costs, a per kilowatt hour (KwH) surcharge for residential and commercial
users, and total electrical costs. For the Utility, Table A: 40 Year Estimated Utility Net Income and
Cashflow includes projections of utility revenues and expenses with resulting annual net income and
cashflow as well as the estimated retail price per kilowatt hour.

The Rural Power System Upgrade Program will construct a New Electric Power Generation Facility
in Kwigillingok that will consist of four diesel engine generators, automated switchgeat, fuel
handling, and a step-up transformer bank.

The Facility will be turned over to the Primary Operator after the satisfactory completion, as
determined by AEA or its representative, of a 14-day test period. After this test period, AEA will
provide written notice (Certificate of Substantial Completion) stating that the Facility is ready for
Beneficial Occupancy. Upon receipt of this Certificate, the Native Village of Kwigillingok will
become the Primary Operator and will assume responsibility for the use, day-to-day operations, and
long-term maintenance of all Facility components, except those noted elsewhere in the plan. When
the Project has been completed (the Facility is complete, crews have demobilized, invoices have
been paid and there are no outstanding issues), the AEA will issue, through its Grants Manager, a
Notice of Project Completion.

Document Interrelationships
The Business Operating Plan is a plan, not an agreement. Attached to this Plan are four documents:

Secondary Operator Agreement

Site Control Documents

Grant Agreement

R&R Fund Account — Sample Documents

The Secondary Operator Agreement references the Plan, and includes language requiting the plan be
followed. Acceptance of the Plan by execution of the Secondary Operator Agteement is pre-
requisite to funding from the Denali Commission (the “Commission”).

Kwig Power Company
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II. BACKGROUND

The Denali Commission was established by the Federal Government to fund improvement projects
within the State of Alaska, including the Rural Power System Upgrade Program. The Alaska Energy
Authority is a state-owned corporation that assists in the development of safe, reliable, and
envitonmentally sound energy systems for Alaska’s communities. AEA will coordinate the planning,
construction and funding of the Kwigillingok Electric Utility Upgrade Project, which is to be
partially funded by the Commission.

The village of Kwigillingok is located in southwest Alaska on the western shore of Kuskokwim Bay
near the mouth of the Kuskokwim River. Kwigillingok lies 77 miles southwest of Bethel and
approximately 388 miles west of Anchorage. Transportation to the Kwigillingok is by air or watert,
and a 3,000-foot gravel airstrip is owned and maintained by the State of Alaska, Depattment of
Transportation and Public Facilities. The airstrip is also shared with nearby village of Kongiganak.

The population of Kwigillingok is predominantly Yupik Eskimo, and has fluctuated significantly
over the past several decades. The economy of the area is primarily focused on subsistence
activities. Most employment is with the school, village government, stores, or commercial fishing.
Residents must haul both fresh water and waste. Water is derived from snow melt and a nearby
lake, and the local washeteria serves as the central haul point. The technical feasibility of 2
flush/haul system is being investigated.

The Native Village of Kwigillingok provides most utility services; it owns and operates the
washetetia, health clinic, and electric utility. Kwik, Inc., the local Village Corporation, owns and
operates the local cable utility.

Selected demographic and historical data for the community is provided below:

Selected Statistics - Kwigillingok

Population
2000 338
1990 278
1980 354
1970 148
1960 344
1950 245
Housing (2000 Data)
Occupied Housing 93
Vacant Housing Due to Seasonal Use 0
Other Vacant Housing 5
Economic Data (1990 Data)
Unemployment Rate 9.2%
Median Household Income $14,500
Kwig Power Company
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III. FACILITY UPGRADE

The Rural Power System Upgrade Program will construct a new Electric Power Generation Facility
in Kwigillingok that will consist of four diesel engine generators, automated switchgear, fuel
handling, and a step-up transformer bank.

Electric Utility Upgrade Description

The AEA contracted with LCMF, Inc. to develop a Conceptual Design Report (CDR), which was
submitted to AEA January 15, 2002. The purpose of the CDR is to provide a concept design and
construction cost estimate for upgrades to the electrical generation system for the community of
Kwigillingok. This Plan is predicated upon the information contained in the CDR and its
acceptance by the community.

The preliminary construction estimate for the Facility, as developed in the CDR, is approximately
$1,600,000.

The new Electric Power Generation Facility will be located near the existing water treatment plant,
health clinic, and washeteria. The site was selected by the community to allow recovered waste heat
to be used at both of these facilities, theteby reducing overall fuel oil costs.

Project Exclusions
Neither AEA nor the Commission will take responsibility for the following, which are not a part of
this project:

e Off-site fuel storage
e Abandonment or decommissioning of existing facilities
¢ Environmental cleanup

The AEA and the Commission will not provide any guarantees, warrantees or ongoing suppott,
other than that which is defined in the Plan. However, manufacturer warranties will be transferred
at the time of project turnover (defined in Seczion IV. Primary Operator).

Electric Power Generation Facility Capacity

The proposed capacity of the Facility will be 710 Kw, using four generators, which is in excess of its
present annual peak demand of 149 Kw. The generators will be sized so the largest generator can
handle peak loading during the wintet.

The Facility’s power generation capacity is in excess of its present usage. The Commission
guidelines dictate that extra capacity is provided to account for 10 yeats of growth in electric power
requitements. The initial annual estimated KwH generation by the community is estimated to be
680,000 KwH; growing to 750,000 KwH by year five.

Project Layout and Site Plan
The following diagrams detail the project layout and site plan:

Kwig Power Company
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IV. PRIMARY OPERATOR

The Primary Opetator for the Kwigillingok Electric Utility, Kwig Power Company, will be the
Native Village of Kwigillingok. A detailed statement of qualifications for the Primary Operator is
included as Appendix A: Primary Operator Statement of Qualtfication.

Contact Information

Native Village of Kwigillingok

Primary Contact Name: Oscar Evon

Phone: (907) 588-8114 Fax: (907) 588-8429
Address: PO Box 49, Kwigillingok, AK 99622

Turnover and Assumption of Responsibilities /Sustainability

The Facility will be turned over to the Primary Operator after the satisfactory completion, as
determined by AEA or its representative, of a 14-day test period. After this test period, AEA will
provide written notice (Certificate of Substantial Completion) stating that the Facility is ready for
Beneficial Occupancy. Upon receipt of this Certificate, the Native Village of Kwigillingok will
become the Primary Operator and will assume responsibility for the use, day-to-day operations, and
long-term maintenance of all generation facility components.

When the Project has been completed (the Facility is complete, crews have demobilized, invoices
have been paid and thete are no outstanding issues), the AEA will issue, through its Grants
Manager, a Notice of Project Completion. This Notice is included in the Grant Agreement, see
Additional Related and Attached Documents.

The Primary Operator is responsible for the long-term sustainability of the Facility for the benefit of
the local community. The complete Facility will be maintained according to guidelines outlined in
this plan, all manufacturets’ recommendations for maintenance, and all State and Federal laws, codes
and regulations governing operation.

The Primary Operator is responsible to establish and manage accounts for the O&M and R&R to
ensure that sufficient resources exist to sustain the Facility as specified in the Plan.

Staffing and Training

The Ptimary Operator will designate an Operations and Maintenance Manager (the “Manager”) for
the Facility. The Manager will be the point of contact for communications between the Primary
Operator, the Commission and all other interested parties. The Primary Operator will name the
Manager priot to the start of operation and will inform the Commission in a timely fashion
whenever a Manager is to be replaced. The Manager will manage the Primary Operator 's
enterprises and will be given complete responsibility for operating the Facility in compliance with
this Plan.

Kwig Power Company
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It is recognized that there will be, from time to time, turnover in various operational, maintenance
and administrative positions. Because all functions are essential to the successful operation of the
Facility, replacements will be recruited and trained as necessary. The Manager will be responsible
for maintaining adequate staffing and training at all times, and when the Primary Operator lacks
trained operators and administrative staff, training will be obtained to ensure sustained Facility
operation.

The Primary Operator will utilize the AEA Circuit-Rider Training Program for on-site, hands-on
training, as well as other training programs offered by AEA, the Alaska Vocational Technical Center
(AVTEC) in Seward, the Commission, and others.

Financial Responsibilities
There are two cost categories that will be incurred in the ongoing operation and upkeep of the
Electric Utility equipment — O&M and R&R.

The Primary Operator will incur a number of expenses relating to the O&M of the equipment.
O&M items are defined as expenses that are incurred on a regular basis (administration, audits, etc)
and maintenance expenses that are incurted on an annual basis. O&M expenses are detailed in Table
C: Annual OZ»M Schedule and a narrative detail is provided in Section VIII: Financial Information to
address estimates and assumptions.

R&R costs are those expenses defined as items costing greater than $5,000 and/or that are not
replaced on an annual basis. Table G: 40 Year R&¥R Schedule details the anticipated items, the
frequency of their replacement and their present day value.

The Primary Opetator will maintain separate O&M and R&R accounts and will maintain a sufficient
account balance to meet the O&M and R&R financial goals in this Plan. The O&M account may be
an active non-interest bearing account. The Manager will be authorized to draw against the O&M
funds for routine expenses of the Facility, however individual expenditures in excess of $5,000 will
require the authorization of the Primary Operator’s management or governing body. See Appendix
A: Statement of Qualifications for an ovetview of the Primary Operator’s fiscal controls and accounting
procedures. The R&R account must be an interest-bearing, managed savings account, which
requires two signatories and a community resolution for withdrawals, until such time as the cash
balance makes an escrow account more cost effective; then the R&R account must be transferred to
an interest-bearing invested escrow account that is acceptable to the Denali Commission. See R&R
Fund Account — Sample Documents, for examples of acceptable R&R account agreements and a sample
community resolution that limits the use of the funds to R&R expenses only.

At least once a year, no later than November 30, the Primary Operator will develop a budget for the
upcoming fiscal year, January 1 through December 31, for both O&M and R&R. This will include
an update of actual expenses and projections and assumptions used in this Plan, as described in
Section VI, Financial Information, Subsequent Operating Year Revisions. Additionally, Tables A-H should

be updated.
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Operations and Maintenance Guidelines

The Primary Operator will establish an account to fund the Facility O&M so that the O&M
schedule can be completed and the Utility operations can be sustained into the future (this is
anticipated to be an active non-interest beating account). Section V1I1: Financial Information provides
Table C: Annual O*M Schedule and Table D: 40 Year O&»M Schedule as a guide to plan for annual

maintenance activities.

Renewal and Replacement Guidelines

The Primary Operator will establish a managed savings account or interest-bearing invested escrow
account acceptable to the Denali Commission, which will ensure capitalization of an amount
sufficient to maintain the R&R Schedule. Section VIII: Financial Information provides Table G: 40 Year
R&R Schedule as a guide to plan for annual R&R activities and Tablke H: 40 Year R&R Cashflow as a
guide to estimated annual R&R required contributions. These costs are based upon the R&R cost
estimate provided by HMS, Inc, see Appendix B: O&M and R&’R Cost Estimate.

The Primary Operator will use the estimates in this Plan for year one contributions, and in
subsequent years will recalculate contributions based upon actual costs.

Audits and Reporting

The Primary Operator will arrange for an annual financial audit that is conducted by qualified,
independent auditors. The Primary Operator will provide an annual report of operations to the
Commission that includes 2 summary desctiption of O&M and R&R projects; annual O&M and
R&R budgets, expenditures and account balances; a projection of future O&M and R&R cash flows;
and, any other information appropriate to the Utility. The Commission will review the reports and
the annual financial audits of Utility operations and will actively monitor the Primary Operator’s
ability to operate consistent with guidelines outlined in this Plan. The Commission has reserved the
right to visit the site and to access all books and records related to the Utility at any time upon
written request.

Kwig Power Company
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V. SECONDARY OPERATOR

The Primary Operator agtees that, if the Primary Operator is not operating the Utility in compliance
with the terms and conditions of the Plan, the Commission may designate a Secondary Operator to
assist the Primary Operator or to take over such functions of the Utility operations that the
Commission determines are necessary for such time as it determines is necessary, pursuant to the
terms and conditions of Secondary Operator Agreement, which is included as an attachment to the
Plan.

VI. INSURANCE

The Primary Operator is required to be insured for General Liability and Property; estimates are
included in the annual O&M costs. For more specific information see the insurance quote included
as an attachment to this Plan.

VII. REGULATORY REQUIREMENTS

The Primary Opetator is responsible for ensuring adherence to all applicable State and Federal
regulations. The Utility will be provided with, and will have on-site, if applicable, any of following
spill response and related regulatory plans that need to be implemented:

e Environmental Protection Agency (EPA) Spill Prevention Control and Countermeasures
(SPCC) Plan (40 CFR Part 112) — This plan confirms compliance of the F acility with the
spill prevention and operating requirements of 40 CFR Part 112. A Registered
Professional Engineer must certify the plan.

This plan will also include operator guidelines for spill training, drills, prevention and response and
other related environmental information to ensure the environmental integrity of the Utility and the
community.

This plan includes commitments and guidelines for spill prevention, response, and other related
environmental information to ensure the environmental integtity of the Facility and the community.
The plan will be developed near the end of Facility construction. The Primary Operator will
patticipate in development and review of the plan as requested.

The Primary Operator must be certificated by the Regulatory Commission of Alaska.

The Primary Operator will apply to the State of Alaska, Department of Environment Conservation
for a Construction Permit prior to facility construction and for a Diesel-Electric Generator Facility
General Operating Permit.

Kwig Power Company
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VIII. FINANCIAL INFORMATION

All estimates and assumptions contained in this Plan are preliminary and are anticipated to change as
the Project progresses. Actual expenses may vary throughout the life of the Utility and, therefore,
should not be considered as final estimates.

Key Financial Assumptions

e Annual inflation rate of 1.5%.
e Annual investment rate of 3%.

e R&R funds may be deposited into an interest bearing invested escrow account. Fees ate
assumed to be 1%, beginning when the account balance is estimated to be $100,000.

e Annual collections rate of 90%.

¢ Detailed assumptions regarding labor rates, required labor hours, and other operating
costs are provided in the tables that follow.

e Fuel costs for the first year are estimated to be $1.69 per gallon.

e Annual KwH usage is estimated to grow at 4% in year one, 5% in year two, and 5%
thereafter.

Key Operating Assumptions

Line loss and unbilled production are assumed to be 12% per year.
Initial first year power generation is estimated to be 680,000 KwH.
Initial annual billed KwH is estimated to be 598,000 KwH.

Energy is produced at 12 KwH/gallon on average.

Explanation of Financial Terms

e Total Annual Billed KwH — The annual estimated KwH of demand from all users
groups (residential, community, commercial, etc) that is billed for payment.

e Assumed Annual Collectable KwH — The annual estimated KwH that is deemed to be
collectable upon billing for payment.

Kwig Power Company
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Electric Power Generation Facility Funding

This Plan is not a commitment; however, it is anticipated that project funding will be provided by
the Denali Commission. For funding details see the Grant Agreement included as an attachment to
this Plan.

Subsequent Operating Year Revisions

Starting with the second year, as operating experience specific to this Utility is obtained, the
projections and assumptions upon which the plan is based will be reviewed and modified. The
following guidelines ate for use in subsequent operating years in updating and modifying plan
projections and assumptions:

Step 1: Review previous years’ O&M and R&R costs and compare to current projections
Step 2: Adjust O&M and R&R projections and assumptions based upon actual experience
Step 3: Recalculate per KwH O&M surcharge based upon updated demand estimates

Step 4: Recalculate per KwH R&R surcharge based upon updated demand estimates

Step 5: Update Table A: 40 Year Estimated Utility Net Income and Cashflow

Step 6: Establish updated retail rate per kilowatt hour
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TABLE B
Power Generation and Consumption Summary

Total Annual Line . Assumed
Year Generated Loss and 11;?;3/13\2: Collectable
KwH/Year Unbilled KwH/Year
1 680,000 81,600 598,400 538,560
2 710,000 85,200 624,800 562,320 Assumed Collection Rate
3 750,000 90,000 660,000 594,000 | |
4 750,375 90,045 660,330 594,297
5 750,750 90,090 660,660 594594 | Annual KwH Increase
6 751,126 90,135 660,990 594,891 | Years 4-40
7 751,501 90,180 661,321 | 595,189 | |
8 751,877 90,225 661,652 595,486
9 752,253 90,270 661,982 595,784
10 752,629 90,315 662,313 | 596,082 | |
11 753,005 90,361 662,645 596,380
12 753,382 90,406 662,976 £ 596,678
13 753,758 90,451 663,307 596,977
14 754,135 90,496 663,639 | 597,275
15 754,512 90,541 663,971 | 597,574
16 754,890 90,587 664,303 | 597,873
17 755,267 90,632 664,635 | 598,172
18 755,645 90,677 664,967 | 598,471
19 756,023 90,723 665,300 | 598,770
20 756,401 90,768 665,632 | 599,069
21 756,779 90,813 665,965 } 599,369
22 757,157 90,859 666,298 | 599,668
23 757,536 90,904 666,631 | 599,968
24 757,914 90,950 666,965 | 600,268
25 758,293 90,995 667,298 | 600,568
26 758,673 91,041 667,632 | 600,869
27 759,052 91,086 667,966 601,169
28 759,431 91,132 668,300 [ | 601,470
29 759,811 91,177 668,634 [{ 601, 770
| 30 760,191 91,223 668,968 602,071
31 760,571 91,269 669,303 602,372
32 760,951 91,314 669,637 | 602,674
33 761,332 91,360 669,972 | 602,975
34 761,713 91,406 670,307 || 603,276
35 762,093 91,451 670,642 603,578
36 762,475 91,497 670,978 603,880
37 762,856 91,543 671,313 604,182
38 763,237 91,588 671,649 604,484
39 763,619 91,634 671,985 604,786
40 764,001 91,680 672,321 | | 605,088
Kwig Power Company

Electric Utility Upgrade Business Operating Plan
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TABLE D

40 YEAR "O and M" SCHEDULE

Assumed

| o&M Surcharge

Year Annual O&M Total Billed Collectable
Expenses KwH/Year KwH/Year $/KwH
1 $ 598,400 538,560 | | $ 0.098
2 $ 624,800 562,320 | | $ 0.096
3 $ 660,000 594000 [.{ $ 0092
| 4 $ 660,330 594,297 |1 § 0.093
5 $ 660,660 594,594 || § 0.094
6 $ 660,990 594,891 [ ] § 0.096
B $ 661,321 595,189 f | 0.097
8 $ 661,652 595,486 [ § 0.099
9 $ 661,982 595,784 | | § 0.100
10 [ 662,313 596,082 | { § 0.102
11 $ 662,645 596,380 | | $ 0.103
12 s 662,976 596,678 | | $ 0.104
13 $ 663,307 596,977 |1 § 0.106
14 |3 663,639 597,275 | | § 0.108
15 $ 663,971 597,574 || $ 0.109
| 16 $ 664,303 597,873 | | $ 0.111
17 $ 664,635 598,172 | | § 0.112
18 $ 664,967 598471 | | § 0.114
19 $ 665,300 598,770 | | $ 0.116 |
20 |3 665,632 599,069 | | § 0.117
21 $ 665,965 599,369 | | 0.119
22 $ 666,298 599,668 | | $ 0.121
| 23 |3 666,631 599968 | $ 0122
24 |3 666,965 600,268 0.124
25 $ 667,298 600,568 0.126
26 |3 667,632 600,869 0.128
27 $ 667,966 601,169 0.130
| 28 $ 668,300 601,470 0.132
2 $ 668,634 601,770 0.133
SE 668,968 602,071 0.135 |
$
$
$
$
$
$
)
$
$
$

31 669,303 602,372 0.137
32 669,637 602,674 0.139
33 669,972 602,975 0.141 |
34 670,307 603,276 0.143
35 670,642 603,578 0.145
36 670,978 603,880 | 0.148
37 671,313 604,182 || 0.150
[ 38 671,649 604,484 | | 0.152
[ 39 671,985 604,786 | 0.154
[ 40 672,321 605,088 | | 0.156

Kwig Power Company
Electric Utility Upgrade Business Operating Plan
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TABLE E

Estimated Total Total Fuel Usage Ass
Year Fuel Cost per| Generated |- @ ® Total Annual o Colletrtr;:)?e Fuel Cost
Gallon KwH/Year [ | 12 KwH/Gallon Fuel Costs * KwH/Year $/KwH
1 $ 1.69 680,000 56,667 | 95,767 538560 | $  0.178
2 $ 1.72 710,000 59,167 [[ 8 101,492 562,320 | $  0.180
3 $ 1.74 750,000 62,500 || $ 108,818 | 594000 | $  0.183
4 $ 1.77 750,375 62,531 110,505 | 594297 | $  0.186
5 $ 1.79 750,750 62,563 112,219 | 594594 [$  0.189
6 $ 1.82 751,126 62,594 113,959 504891 %  0.192
7 $ 1.85 751,501 62,625 115,726 595189 | $  0.194
8 $ 1.88 751,877 62,656 117,521 505486 | $  0.197
9 $ 1.90 752,253 62,688 119,343 595784 | $  0.200
10 $ 1.93 752,629 62,719 121,194 f| 596,082 |$  0.203
11 $ 1.96 753,005 62,750 123073 | { 596,380 |§  0.206
12 $ 1.99 753,382 62,782 124982 || 596678 |$  0.209
13 $ 2.02 753,758 62,813 126,920 | 596977 |$ 0213
14 $ 2.05 754,135 62,845 128,888 | 597275 |$ 0216
15 $ 2.08 754,512 | 62,876 130,887 597574 |$ 0219
16 $ 2.11 754,890 | 62,907 132,917 597,873 | $  0.222
17 $ 214 755,267 | 62,939 134,978 598,172 | 0.226
| 18 $ 2.18 755,645 | 62,970 137,071 598471 [§  0.229
19 $ 221 756,023 | 63,002 139,197 598770 | $  0.232]
20 $ 2.24 756,401 | 63,033 141,355 599,069 | §  0.236 |
| 21 $ 228)] 756779 63,065 143,547 599,369 | 0.239
22 $ 231 757,157 | 63,096 145,773 5909668 | §  0.243
23 $ 2.34 757,536 | 63,128 148,034 599968 | $  0.247
24 $§ 238 757,914 | 63,160 150,330 600268 | $  0.250
25 $ 2.42 758,293 63,191 152,661 600,568 | $  0.254
26 $ 245 758,673 | 63,223 155,028 600,869 |§  0.258
27 $ 249 759,052 63,254 157,432 601,169 |$  0.262
28 $ 2.53 759,431 63,286 150,874 || 601,470 |$  0.266
29 |s  256)| 759811 63,318 162,353 601,770 | § 0270
30 $ 260 760,191 63,349 164,871 602071 |$ 0274
31 $ 2.64 760,571 63,381 167,427 602372 |$ 0278
32 $ 268 760,951 63,413 170,024 602,674 | $  0.282
33 $ 272 761,332 | 63,444 172,660 602,975 |$  0.286
Y $ 276 761,713 | | 63,476 175,338 603276 |$ 0291
35 $ 280 762,093 | | 63,508 178,057 603578 |§  0.295
36 |3 285 762,475 || 63,540 180,818 603,880 | $  0.299
37 $ 289 762,856 | 63,571 183,622 604182 |§ 0304
[ 38 § 293 763,237 | 63,60 186,470 604,484 | $ 0308
39 $ 298 763,619 || 63,635 189,361 604786 |§ 0313
40 $ 302 f 764,001 63,667 192,298 605088 | $  0.318

Kwig Power Company
Electric Utility Upgrade Business Operating Plan
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TABLE F

ANNUAL "G and A" AND DEPRECIATION EXPENSES

Annual General & Administrative Costs:
Salaries 65,000
Office Expenses 10,000
Total Annual O&M Costs 75,000
epreciation Expense:
Depreciation- Other
Year Depreciation R&R Assets Total Annual Depreciation
1 ) 7,500 7,500
2 $ 7,613 7,613
3 $ 7,727 7,127
4 $ 7,843 7,843
5 $ 5,657 | § 7,960 13,618
6 $ 5,657 | § 8,080 13,737
7 $ 5657 | § 8,201 13,858
8 |$ - |3 8,324 8,324
9 |¢$ - 1% 8,449 8,449
10 |$ 31673 | § 8,575 40,249
11 |$ 31673 | § 8,704 40,377
12 | $ 31673 | § 8,835 40,508
13 $ 228451 § 8,967 31,812
14 |3$ 228451 % 9,102 31,947
15 1% 8921 | § 9,238 18,159
16 |$ 8921 | § 9,377 18,298
17 | $ 8921 | % 9,517 18,438
18 |3 2355| % 9,660 12,015
19 |$ 2,355] % 9,805 50,224
20 |9 40419 | § 9,952 50,371
21 |§ 40419 | § 10,101 50,520
22 |$ 40419 | § 10,253 50,672
23 |$ 34925 | § 10,407 45,332
24 |3 34925 | § 10,563 45,488
25 |$ 40,681 | § 10,721 51,402
26 |$ 40,681 | $ 10,882 51,563
27 |% 40,681 | § 11,045 51,726
28 |§% 33,061 | § 11,211 44272
29 |$ 33,061 | § 11,379 44,441
30 |% 64,289 | § 11,550 75,838
31 |$ 64,289 | § 11,723 76,012
32 1% 64,280 | § 11,899 76,187
33 1% 53,528 | § 12,077 65,606
34 |9 53,528 | § 12,259 65,787
35 |§ 14,037 | § 12,442 26,480
36 |$§ 14,037 | $ 12,629 26,666
37 1% 14,037 | $§ 12,819 26,856
38 |§ 43241 $ 13,011 17,335
39 1% 4324 | § 13,206 17,530
40 1% 74,350 | $ 13,404 87,754
Kwig Power Company
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TABLE G

40 YEAR "R and R" SCHEDULE

Present Day {| Annual Inflated Depeesiati
R&R Activity Value Total Value R&R Activities: Activity Year “Term
Repair Ramp/Boardwalks $ 2,667
Replace Values/Gauges 437 | Repair Ramp/Boardwall 5/10/15/25/30/35 3
Repair Siding/Overhead Door 3,436 Replace Boardwall 20/40 20
1 Upgrade Floors/Walls/ Ceilings 3,378 Replace Ramps/Stairs 49 20
Mechanical Upgrade 1,060 Pump Repl. 10/20/30/40 3
d Replace Batteries/ Alternators/Etc 3,300 Replace Fuel Tank 40 20
Repair Ballasts/Lenses 1,713 4§ 15991 H§ 16972 Replace Values/Gauges 8/15/25/35 3
Repair Ramp/Boardwalks $ 2,667 Refurbish Electric Systems 10/20/30/40 3
Pump Replacement 1,550 Replace Electrical Sy 20/4 20
Refurbish Electric Systems 686 Floor/Roof Repair 10/20/30/40 3
Floor/Roof Repair 1,733 |Upgrade Floor/Roofs 20/40 10
Repair Siding/Overhead Door 3,436 Repair Siding/Overhead Door 5/10/15/25/30/35 3
Repair Roof 1,573 Replace Siding/Insulation/ Wi 40 20
Change Door Hardware 875 Replace Piles/Bracings 20/40 10
Upgrade Floors/Walls/Ceilings 3378 Repair Roof 10/20/3% 3
Mechanical Upgrade 1,060 Replace Roofing/Insul 15/35 10
| Repair Ducts/Grilles 2,124 Change Door Hardware 10/30 3
] Repair Fire Supression System 4,300 'Window Upgrade 20 3
Replace Breakers/Fuses 1,740 [Upgrade Floors/Walls/Ceilings 5/10/15/25/30/35 3
Repair Ballasts/Lenses 1,713 Replace Window/Doors 20/40 3
QOverhaul Genset/Controls 97,750  § 124,585 | § 142,449 Mect 1 Upgrade 5/10/15/25/30/35 3
15 Repair Ramp/Boardwalks $ 2,667 Repl: Mechanical §; 40 20
| Replace Values/Gauges 437 Repair Ducts/Grilles 10/30 3
Repair Siding/Overhead Door 3,436 Refurbish Ducts/Grilles 20/40 10
Upgrade Floors/Wialls/Ceilings 3,378 Repair Fire Sup System 10/30 10
Mechanical Upgrade 1,060 Replace Fire Sup System 40 20
| Replace Batteries/ Alternators/Etc 3,300 |Replace Breakers /Fuses 10/30 3
Repair Ballasts/Lenses 1,713 Repair Ballasts/Lensecs 5/10/15/28/30/35 3
Replace Roofing/Insulation 15129 H§ 31,120 § 38,332 | Replace Pancls/Switches/Fixtures/Alarms 20/40 10
20 Pump Replacement $ 1,550 Overhaul Genset/Controls 10/30 s
Refurbish Electric Systems 686 Replace G /Feeders & Cond 20/40 15
| Floor/Roof Repair 1,733 Replace B ies/Al /Etc 5/15/25/35 3
| Replace Piles/Bracings 9,811 Replace RFP Pancls 20/40 10
Repair Roof 1,573 Replace Cond: / Transf 40 20
Window Upgrade 955 Replace /Controls 40 20
Replace Boardwalks 9,866
Replace Electrical Systems 7,500
Upgrade Floor/Roofs 7,565
Replace Window/Doors 5924
Replace RFP Panels 12,233
1 Refurbish Ducts/Grilles 10,800
1 Replace Panels/Switches/Fixtures/ Alarms 37,228
4 Replace Gensets/Feeders & Conductors 244250 [{ § 351,674 H § 466,654
25 /| Repair Ramp/Boardwalks $ 2,667
Ji] Replace Values/Gauges 437
H Repair Siding/Overhead Door 3,436
{ Upgrade Floors/Walls/Ceilings 3,378
Mechanical Upgrade 1,060
1 Replace Batteries/ Alternators/Etc 3,300
Repair Ballasts/Lenses 1,713 $ 15991 H$ 22,859
30 Repair Ramp/Boardwalks $ 2,667
Pump Replacement 1,550
Refurbish Electric Systems 686
Floot/Roof Repair 1,733
Repair Siding/Overhead Door 3,436
Change Door Hardware 875
Upgrade Floors/Walls/Ceilings 3,378
3| Mechanical Upgrade 1,060
'] Repair Ducts/Grilles 2,124
1 Repair Fire Supression System 4,300
Replace Breakers/Fuses 1,740
Repair Ballasts/Lenses 1,713
" Qverhaul Genset/Controls 97,750 H § 123012 H$ 189,436
35 Repair Ramp/Boardwalks $ 2,667
Replace Values/Gauges 437
Repair Siding/Overhead Door 3,436
Repair Roof 1,573
Upgrade Floors/Walls/Ceilings 3,378
Mechanical Upgrade 1,060
Replace Batteries/ Alternators/Etc 3,300
Repair Ballasts/Lenses 1,713
| Replace Roofing/Insulation 15129 1§ 32693 H & 54,238
40 Pump Replacement $ 1,550
Refurbish Electric Systems 686
Floot/Roof Repair 1,733
Replace Piles/Bracings 9,811
Replace Boardwalks 9,866
Replace Ramps/Stairs 24,790
Replace Fuel Tank 36,000
Replace Electrical Systems 7,500
Upgrade Floor/Roofs 7,565
Replace Siding/ Insulation/Windows 27,636
Replace Window /Doors 5,924
Replace RFP Panels 12,233
Replacement Mechanical Systems 48,200
Refurbish Ducts/Grilles 10,800
Replace Fire Supression System 28,500
Replace Panels/Switches/ Fixtures/ Alarms 37,228
Replace Conductors/Transformers 34,600
Replace Gensets/Feeders & Conductors 244,250
Replace Switchgear/Controls 39,950 | § 588,822 §{ § 1,052,349
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APPENDIX A: PRIMARY OPERATOR STATEMENT OF QUALIFICATION

The Primary Operator Statement of Qualification includes:

1. A description of the Primary Operator, its personnel and experience, and its
responsibilities and functions. This discussion includes a description of the ability and
history of the Primary Operator to operate an electric power generation facility and utility
as a business and/ot its history of operating other business enterprises, as well as a
description of the Primary Operator’s fiscal controls and accounting procedures. This
discussion details organization history, management and structure; identification of key
petsonnel, their experience and responsibilities; and, proposed organization of the electric
utility management and operations, including an organizational chart.

2. A description of the Primary Operator’s, if any, staffing or training needs.

3. A description of the training plan proposed by the Primary Operator to address current
and future needs.

Kwig Power Company
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First National Bank Alaska
Renewal and Replacement Account
Escrow Managed “First Investment” Account Agreement

Dated: Account No.

The parties to this deposit account agreement are , TIN No.
(hereinafter “depositor”) and First National Bank Alaska (hereinafter “bank”). The agreement of the parties is as
follows:

1. Money paid to bank for credit to the above account and interest earned thereon and credited to the
above account shall constitute the “Renewal and Replacement Account” of depositor specified under the terms of
depositor’s agreement with the Denali Commission intended for use by depositor for replacement and repair of capital
expenditure items that are part of depositor's Energy Facility as contemplated under that agreement. Depositor
hereby represents and warrants, which representations and warranties shall be continuing and shall be deemed to be
reaffirmed upon each instruction given by depositor, that: (a) depositor is duly organized and existing under the laws
of the jurisdiction of its organization, with full power to carry on its business as now conducted, to enter into this
agreement and to perform its obligations hereunder; (b) this agreement has been duly authorized, executed and
delivered by depositor, constitutes a valid and legally binding obligation of depositor, enforceable in accordance with
its terms, and not statute, regulation, rule, order, judgment or contract binding on depositor prohibits depositor’s
execution or performance of this agreement; (c) the Taxpayer Identification Number shown above (TIN) is depositor’s
correct taxpayer identification number; and (d) depositor is not subject to backup withholding because taxpayer is an
exempt recipient under the Internal Revenue Service Regulations.

2. Under the terms of its agreement with Denali Commission, depositor is obliged to pay to bank the
sum of $ and a like sum, not later than the last day of each and every month thereafter until the expiration of
this agreement, equal to 1/12 of the annual deposit required in the respective year, as set forth in Attachment D
entitled “40 Year Renewal and Replacement Cashflow” and any revisions thereof to be administered by FNBA In
accordance with the terms hereof. Bank will furnish to depositor payment coupons that may be submitted by
depositor with a payment to bank for credit to the above account. Bank will give only provisional credit until collection
is final for any item, other than cash, bank accepts from depositor (including items drawn “on us”). Actual credit for
payments of, or payable in, foreign currency will be at the exchange rate in effect on final collection in U.S. dollars.
Bank is not responsible for transactions by mail or at an outside depository until it actually record them at it Escrow
Department. Bank will treat and record all transaction received after bank’s “daily cutoff time” on a business day
bank is open, or received on a day bank’s escrow department is not open for business on the next following day bank’s
Escrow Department is open.

3. Bank shall credit to the above account interest earned on the account balance in accordance with
the provisions of bank’s “First Investment Account” agreement, as amended by bank from time to time.

4 Bank shall disburse credit to the account to the order of depositor when it receives a resolution from
depositor in the form of Attachment A hereto. Any two officers of depositor, acting together, may execute a resolution
in the form of Attachment A to withdraw or transfer all or any part of the above account balance at any time. Bank
may require not less than 7 days after receiving such a resolution before a withdrawal. Depositor authorizes any
officer of depositor to endorse any item payable to depositor or depositor’s order for deposit to the above account or
any other transaction with bank. Bank may require the governing body of the legal entity opening this account to give
bank a separate authorization telling bank who is authorized to act on lts behalf. Bank will not honor the
authorization until bank actually receives at its Escrow Department written notice of a change from the governing
body of depositor.
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5. Bank'’s current fee schedule for its services hereunder is attachment B hereto. Bank’s set-up fee and
first year’s annual fee have been paid to bank as of the date of acceptance of this account by bank specified below.
Future annual fees shall be due and payable by depositor to bank on the same day each consecutive year of the term
hereof. An annual fee is due and earned when an account year begins. The first account year begins on the effective
date hereof. Any fee due and payable to bank hereunder may be charged against the above account when due. Bank
may amend Exhibit B hereto from time to time on thirty days prior written notice to depositor.

6. On the last calendar day of each month of the term hereof, bank shall furnish to depositor and
Denali Commission a written statement of the above account specifying the account balance, and any payment(s)
received and interest earned credited to the account, as well as all disbursements of credit to the account to the order
of depositor and fees charged to the account by bank, since the last statement date. Until further instructed in writing
statements shall be furnished to depositor and Denali Commission by mailing the same in a first class postage
prepaid envelope addressed as follows:

To Depositor: To Denali Commission

Depositor must examine its statement of account with “reasonable promptness.” If depositor discovers (or reasonably
ghould have discovered) any unauthorized signatures or alterations, depositor must promptly notify bank of the
relevant facts. As between depositor and bank, if depositor fails to do either of these duties, depositor will either
share the loss with bank, or bear the loss entirely itself (depending on whether bank used ordinary care and, if not,
whether bank substantially contributed to the loss). The loss could be not only with respect to items on the statement
but other {tems with unauthorized signatures or alterations by the same wrongdoer. Depositor agrees that the time it
has to examine its statement and report to bank will depend on the circumstances, but will not, in any circumstance
exceed a total of 30 days from when the statement is first sent or made avatlable to depositor. Depositor further
agrees that if depositor falls to report any unauthorized signatures, alterations, forgeries or any other errors in its
account within 30 days of when bank first sends or makes the statement available, depositor cannot assert a claim
against bank on any items in that statement, and as between depositor and bank the loss will be entirely depositor’s.

7. Bank’s duties are determined from these instructions alone and without reference to other
agreements, including, without limitation, any agreement between depositor and Denall Commission, and no covenant
or obligation shall be implied against bank in connection with this agreement.

8. The effective date hereof is the date of acceptance of the account as specified by bank below.
Money received by bank prior to acceptance is deemed to be received on the date of acceptance.

9. Bank may assign its duties hereunder (and thereby be released from its duties) to any corporation
regularly engaged in the business of providing, in Alaska, the service bank is required to provide hereunder.

10. Bank may terminate the above account upon 30 days written notice to depositor and Denall
Commission. After such termination bank will pay any account balance to the order of depositor.

11. Bank is deemed to have notice only when notice Is actually received at its Escrow Department office,
which does not include any branch office of bank.

12. A claim against bank is unenforceable unless an action is commenced within 90 days after
termination of this agreement.

13. Bank shall not be liable for any costs, expenses, damages, labilities or claims including attorneys’
and Accountants’ fees (collectively, “Losses”) incurred by or asserted against depositor except those Losses arising
out of the negligence or willful misconduct of bank. In no event shall bank be liable to depositor or any third party for
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special indirect or consequential damages, or lost profits or loss of business, arising in connection with this
agreement.

14. Bank has no duty to look to the propriety or application of any payment or distribution made to
depositor, or to the order of depositor, and depositor agrees to indemnify bank and hold bank harmless from and
against any and all Losses sustained or incurred by or asserted against bank by reason of or as a result of any action
or inaction, or arising out of bank’s performance hereunder, including reasonable fees and expenses of counsel
incurred by bank in a successful defense of claims by depositor; provided, that depositor shall not indemnify bank for
those Losses arising out of bank’s negligence or willful misconduct. This indemnity shall be a continuing obligation of
depositor, its successors and assigns, notwithstanding the termination of this agreement.

15. Bank shall have no duty or responsibility to inquire into, make recommendations, supervise, or
determine the suitability of any transactions affecting the above account.

16. Bank shall be entitled to rely upon any resolution in the form of Attachment A actually received by
bank and reasonably believed by bank to be duly authorized and delivered.

17. Bank is authorized to supply to any third party any information regarding the above account which
is required by any law, regulation, rule or court order (including without limitation any subpoena) now or hereafter in
effect.

18. Bank shall not be responsible for preparing or filing any tax report or return nor for the payment of
any tax assessed against, or with respect to, any of the assets of the above account or any transaction for the account
of depositor.

19. Each and every right granted to either party hereunder or under any other document delivered
hereunder or in connection herewith, or allowed it by law or equity, shail be cumulative and may be exercised from
time to time. No failure on the part of either party to exercise, and no delay in exercising, any right will operate as a
walver thereof, nor will any single or partial exercise of any other right.

20. In case any provision in or obligation under this agreement shall be invalid, illegal or unenforceable
in any jurisdiction, the validity, legality and enforceability of the remaining provisions shall not be amended or
modified in any manner except by a written agreement executed by both parties. This agreement shall extend to and
shall be binding upon the parties hereto, and their respective successors and assigns.

21. This agreement shall be construed in accordance with the substantive laws of the State of Alaska,
without regard to conflicts of laws principles thereof. Depositor and bank hereby consent to the jurisdiction of a state
or federal court situated in the Third Judicial District, State of Alaska, in connection with any dispute arising
hereunder. Depositor hereby irrevocable waives, to the fullest extent permitted by applicable law, any objection which
it may now or hereafter have to the laying of venue of any such proceeding brought in such a court and any claim that
such proceeding brought in such a court has been brought in an inconvenient forum. Depositor and bank each hereby
irrevocably waives any and all rights to trial by jury In any legal proceeding arising out of or relating to this
agreement. To the extent that in any jurisdiction depositor may hereafter be entitled to claim, for itself or its assets,
immunity from suit, execution, attachment (before or after judgment) or other legal process, depositor irrevocably
agrees not to claim, and it hereby waives, such immunity.
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22. This agreement and the attachments hereto constitute the entire agreement of the parties. Bank
has not made representations or assurances to depositor not stated herein.

Date:

Depositor

By:

By:

First National Bank Alaska accepted this account on
By:
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Wells Fargo
Renewal and Replacement Account
Escrow Managed “Regular Savings” Account Agreement

, 2002 Account No.

1. The parties to this agreement are (Owner), and Wells Fargo. Owner
hereby appoints Wells Fargo, acting through its Trust Department, as the Invested Escrow
Agent for the investment and disbursement of the funds in accordance with this agreement.
Wells Fargo agrees to serve as Invested Escrow Agent, pursuant to the terms set forth in this
agreement.

2. Monies deposited by the Owner with Wells Fargo shall be for the purpose of establishing an
R&R Account, which shall be used for replacement and repair of capital expenditure items
with regard to the Owner’s Energy Facility, which is partially or fully funded with monies
from the Denali Commission.

3. On or before , 2002, Owner shall deposit the sum of $
and a like sum, not later than the last day of each and every month thereafter,until the
expiration of this agreement, equal to 1/12 of the annual deposit required in the respective
year, as set forth in Attachment D entitled “40 Year Renewal and Replacement Cashflow”
and any revisions thereof to be administered in accordance with the terms of this Agreement.

4. The funds shall be deposited into an interest bearing “Regular Savings” account.
Disbursements from this account will be restricted and can only be approved by Wells
Fargo’s Escrow Department pursuant to this agreement.

5. Upon written instruction from Owner, in the form of a Resolution identical to Attachment A,
signed by two parties, Wells Fargo’s Escrow Department shall disburse funds to the Owner.

6. The interest earned on the account shall accrue for the benefit of the Owner.

7. Wells Fargo will assess the fees and charges set forth in the fee schedule which is attached as
Attachment B.

8. Wells Fargo will compile a “Monthly Report”, at the end of each calendar month, on all
Renewal and Replacement Accounts that are established under similar agreement. This
report will show all account activity by each Owner including; deposit amounts, date of
deposits, disbursements, and date of disbursements. Monthly reports shall be sent to:

Denali Commission
Attn: Chief of Staff
510 L Street Suite 410
Anchorage, AK 99501
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9. Wells Fargo shall have no duties not expressly provided for herein, and will not incur
liability if it substantially complies with the instructions contemplated herein, using
reasonable care in executing transactions, and in safekeeping the funds.

Wells Fargo

By: Date
Its:

(Owner)

Date
By:
Its:
Taxpayer ID #
Address:
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National
BankYAlaska

PLEASE COMPLETE THIS AREA TO INSURE CORRECT ROUTING

ORIGINATED BY
ESCROW AGREEMENT
ACCEPTED COPY
Acct. # RETURN TO
TO: WELLS FARGO BANK ALASKA (WF),
its successors and assigns Date:
1 hand you herewith the following described itern(s):
Beginning Balance $ ; of§ Maturity Date
o Monthly a Quarterly a Semi-Annually n] Annually
First payment due: Interest start date at
Payments made in excess of the regular scheduled amount O wi O  will not satisfy future payments due.
Excess funds a will o will not be applied to prior interest based on o 360 days ju] 365
days.

Attached: [0  Exhibit A Special Payment Provisions 01 Exhibit B Muitiple Disbursements O  Exhibit C Partial Releases O  Exhibit O Reserves
Additional Instructions:
You are authorized to charge my WF Account # 0O  forthe scheduled escrow payments, B balloon payments.
Payer Signature

Remit payments to payee:

Address

Or Credit Payments to: n] Cashier's Check 0O  EF.T.{Enclose voided check}

o Checking 0O  Savings: WF Acct. No. (Di : fees paid by payee per payment/ transaction)

Upon execution of this agreement the parties herein agree to pay fees in accordance with the current fee schedule, fees are collected per
payment/ftransaction. Set up fee: O paid coilect from first payment.  Fees Paid by:
{Fees Subject to Change Without Notice) O Waerequest late payment monitoring (additional fee)

Unless otherwise instructed, all service d\ages and fees will be chaged 1o Payee.

WF is hereby authorized to deliver, by mail of p y, the inst: and/or herein to any one of the undersigned Payees for and on behalf of all Payees at any address given beiow or such other
address as any one of the undersigned Payees shalt deslgnate in wmlng upon Payee's request or at WF's option under the following conditions:
At Payee's request when:

O Payee O Payer O Divide Equally

Ot

(a) Any payment is delinquent 30 days or more; or

(b) Payee fumishes WF evidence that Payer has received at ieast 20 days’ written notice of Payee's intent to terminate, delivered by
registered or certified mail.

At WF’s option when:

(a) One payment has been delinquent for three months and WF has provided 10 days’ prior notice to Payee and Payer.

(o) Upon 30 days’ prior written notice by WF to Payee and Payer.

“We the undersigned have read this Agreement, including the Terms and Condﬁons set forth on the reverse side, and undemand tho contents thereof and acknowledge that the terms of the Agreement are satisfactory to
each of us. Upon receipt by the Bank of the final payment, the Bank will deem the contract sati fied and the andfor will to the Payer. Under penalty of perjury, | certify that the Social Security or
Empioyer 1.0, Number provided below is true, cormect and complete, and | am not subject to backup withholding.

Date Date

PLEASE PRINT NAME SOCIAL SECURITY NO. OR EMPLOYEE 1.D. NO. PLEASE PRINT NAME SOCIAL SECURITY NO. OR EMPLOYEE |.D. NO.

X

PAYEE (SELLER) SIGNATURE

ADDRESS

PLEASE PRINT NAME

X

SOCIAL SECURITY NO. OR EMPLOYEE 1.O. NO.

PAYEE (SELLER) SIGNATURE

ADDRESS

Received above Item(s) sub;aot to conditions herein mentioned.
Wells Fargo Bank Al

By

X

PAYER (BUYER) SIGNATURE

ADDRESS

PLEASE PRINT NAME _ SOCIAL SECURITY NO. OR EMPLOYEE 1.D. NO.
PAYER (BUYER) SIGNATURE

ADDRESS

PLEASE COMPLETE THIS AREA TO INSURE CORRECT ROUTING

Kwig Power Company
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National
BankYAlaska

WELLS FARGO BANK ALASKA ESCROW AGREEMENT

Terms and Conditions

Payments. Payer shall pay all sums due Payee from time to time in the manner set forth herein to WF Escrow Service Department, at P.O. Box 100600, Anchorage, Alaska
99510-0600 or such other address as may be directed by WF in the future. WF shall accept all payments tendered on this transaction, regardiess of whether they are partial,
full, or additional payments or whether they are tendered before or after the payment due date. WF shall have no duty or obligation to refuse any payment nor shall it be
responsible for determining the sufficiency of any such payment unless otherwise agreed in writing by WF. WF will credit the account for payments as received and will
disburse funds the following business day, but shall not be required to disburse to Payee prior to the time WF determines the payment is from collected funds. If any check
received by WF is dishonored upon presentment for any reason, WF may notify Payee of such dishonor and the amount of funds which WF has disbursed to Payee or other
named Payees in reliance upon Payer's dishonored payment. Upon receipt of such notice, Payee shall promptly remit to WF the amount of such funds so disbursed by WF
together with WF's then customary charge for the handling of returned checks, which charge shall be stated in the notice sent to Payee. WF is hereby given authority to reverse
the credit to an account to which it has disbursed funds and/or to deduct from Payee’s account the amount of the charge plus the amount of funds it has disbursed in reliance
upon said dishonored payment. If two (2) checks are dishonored during any calendar year for any reason, WF may without notice terminate this account, cancet this Agreement
and retum the documents to Payee.

Interest Computation. Interest will be computed on a 365-day factor, except for leap year. Payments will be applied first to WF's fees, then to interest, the remainder, if any, to
principal. The parties shall have 30 days in which to dispute the application of payments as computed by WF. WF shall be nolified of any such dispute in writing within 30 days.
If WF does not receive such notice within 30 days, all computations made by WF shall be conclusively deemed correct. Nothing in this paragraph shall modify or change any of
the agreements between, or rights and remedies of Payer and Payee, as between the two. Any modification to this method of computation must be agreed to in writing by WF.

Service Charge. WF may deduct its fees and service charges from payments received or credited to Payee's account. If fees or service charges are not received within 30
days of their due date, WF is authorized to terminate this Agreement without notice and deliver the documents to Payee. The expenses of closing of this collection may be
deducted from the proceeds of the final payment. Service charges and fees are set forth in WF's published rates, which are subject to change from time to time without notice.

Disputes. In the event of any dispute or misunderstanding, WF shall have the option to close the escrow and deliver instruments or documents to any one of the Payees or on
behalf of the Payees upon 30 days prior written notice by WF to Payee and Payer or to hold undisbursed funds, or to require settiement by a neutral party, such as an arbitrator
for determination, or to pursue any legal remedies which may be available to it, including the right to deposit the subject matter hereof in interpleader in the appropriate court of
the Third Judicial District, Anchorage, Alaska, and upon so doing to be absolved from ail further obligations or liability hereunder. Payee and Payer jointly and severally agree to
pay to WF all costs and expenses incurred by WF, including actual attorney’s fees, in any interpleader action.

Limitation of WF’s Responsibility. WF shall be responsible only for the exercise of ordinary care in performing the duties set forth in this Agreement. WF shall be relieved
from any further or additional liability beyond the performance of the duties expressly set forth herein. The parties hereto jointly and severally agree to defend, indemnify, and
hold WF, its officers, employees, shareholders, attorneys, directors, agents and representatives harmiess from and against, and to pay on demand all claims, costs, damages,
judgments, attorney’s fees, expenses, obligations and liabilities of every kind and nature suffered or incurred in connection with this Agreement except any liability founded upon
WFs failure to exercise ordinary care in performing the duties contained herein. Payee and Payer agree that WF will not be responsible for any of the following.

(@) To notify any party of nonpayment or declaration of default, condemnation or the condition of any property;

(b) To construe, enforce or determine the performance or nonperformance of any terms of the documents underlying the transaction;

(c) To determine if any agreement or document is in compliance with local, state, or federal laws and regulations;

(d) To determine the authenticity, validity, enforceability or sufficiency of any document deposited, or for the accuracy of description of any such document, the
description having been fumished by the parties;

(e) To give notice of any change of ownership or to enforce any due-on-sale or similar provisions;

) To determine if any payment schedule will amortize any obligation;

(g) To determine the sufficiency or verification of the account balances on any other previously or subsequentiy-recorded encumbrance or security interest against the
property, including security interests which this coliection agreement may, in whole or in part, satisfy; further, WF does not assume any responsibility for
determining if any payments being made by this escrow to satisfy, in whole or in part, any other obligation will, in fact, amortize the obligation receiving the
payments hereunder at or before the satisfaction of this escrow;

(hy  To pay or notify any party regarding recording of documents, perfection of security interests, or nonpayment of insurance premiums, taxes or other assessments or
encumbrances;

(i) To assess, bill, collect or pay any late charges due under the terms of the documents deposited herewith unless otherwise agreed in writing by WF;

[0)] For the determination of balances 10 third parties or overpayments to them where instructed to credit payments to persons other than the Payee;

(k)  To verify or determine whether the assignment of the payments under this escrow for security purposes or otherwise does not create a default in the terms of the
documents underlying this transaction;

(1) To account or give credit for any payment made or received outside this collection;

(m) To vote or exercise any of the rights of ownership of corporate stock or similar items deposited herewith; or

() To perform any act not expressly set forth in this Agreement even though contained in any documents deposited herewith.

The liability of WF for negligent performance, or negligent non-performance, shall be limited to the amount of charges or fees charged to the parties hereto, under this
Agreement, for the month in which any damages are incurred. Under no circumstances will WF be liable for any special, consequential, or punitive damages. Notwithstanding
any other provision of this Agreement, WF will not be liable for any damage, loss, liability, or delay caused, directly or indirectly, in whole or in part, by those items set forth
above.

Lien-Offset. WF shall have a first and paramount lien on ali documents, monies and things deposited in connection with this Agreement and the right of offset against any WF
account of any party hereto o secure payment of all costs, expenses, obligations and fees due WF.

Agreement Controls. In the event of conflict or omission between the documents deposited in connection with this Agreement, this Agreement shall control as to WF. WF
shall not be responsible for determining the existence of any such conflict or omission.

Authority to Rel | If any party to this Agreement sells or contracts to sell the property described in the documents deposited herewith, or applies for financing
secured by the property, WF is authorized to furnish to the lender, closing agent, or any other interested party, any information concerning the status of this account, including
the payment records and copies of the documents deposited.

Authority to Transfer. WF is authorized to assign, delegate andlor transfer all its duties and the documents held hereunder to another institution upon ten (10) days' prior
written notice to Payer and Payee. Upon such transfer, WF shall be relieved of all further duties and liabilities under or related to this Agreement.

Notice. Any notice to WF required or permitted hereunder shall be sent certified or registered mail to Wells Fargo Bank Alaska Escrow Service Department, P.O. Box 100600,
Anchorage, Alaska 99510-0800, or such other address as may be designated by WF. Notice shall be effective only when received in the Escrow Service Department.

General. This Agreement may be modified or amended only by written instructions accepted by WF and payment of the applicable fee. This Agreement is intended for the sole
benefit of the parties hereto, and shall not be construed to create any rights in third parties. This Agreement shall be governed and interpreted in accordance with the laws of
the State of Alaska, and any litigation arising out of or relating to this Agreement to which WF is a party shall be commenced and maintained only in the appropriate court of the
Alaska State Court Systern, Third Judicial District, at Anchorage.
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ATTACHMENT A

Resolution for Disbursement of Renewal and Replacement Funds

for Energy Facility
An Identical Resolution to This Must be Passed and Signed by the Community To Withdraw Funds from
The R&R Account
Community of
Resolution No.
WHEREAS, the Community of has established an escrow managed interest bearing renewal and
replacement account with the financial institution of for the purpose of renewal and replacement
expenditures related to the facility, which was partially or fully funded by the Denali Commission,
and
WHEREAS, pursuant to the communities approved business plan for facility the community has

agreed that funds deposited into this renewal and replacement account will only be used for the renewal and
replacement of facility, and

WHEREAS, eligible withdrawal of funds from this account must be for the labor, transportation, equipment rental,
professional services, materials, equipment and other costs for the replacement and repair of assets essential to the
on-going sustainability of the facility. For energy facilities this is including but not limited
to: Access Roads, Buildings, Poles, Transformers, Generators, Radiators, Electrical Systems, Wires, Meter
Systems, Pumps, Fencing, Fuel Storage Tanks, Fuel Distribution Systems, Walkways, Access Roads Dispensers,
Fill Stations, Tank Liners, Fencing, Pad, Valves, Pipelines, Piling, Decks, Manwalks, Headers, Ground Maintenance
and Containment Systems

THEREFORE, the Community of hereby attests that the funds being requested from the escrow
managed interest bearing renewal and replacement account with the financial institution of is
for renewal and replacement expenses related to the facility as outlined above and is not
being used for any other purpose, and

THEREFORE, the Community of requests the total sum of $ for the following detailed
expenses

Signed by two people representing the community,

Kwig Power Company 9
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ATTACHMENT B

How to Establish a Renewal and Replacement Account for
Denali Commission Funded Public Infrastructure

Background

Under the guidelines of Denali Commission funding a community is required to have a business plan that outlines

how the Denali Commission funded project will be operated and maintained. One of the conditions required in the

business plan is a community established Renewal and Replacement (R&R) Account. An R&R account will

provide a mechanism for the community to save money for the inevitable renewal and replacement costs associated

with the facility.

General Guidelines of a Renewal and Replacement Account
e Allows community to make monthly deposits
e  Must be an interest bearing account
e  Only allows withdrawal of funds for Renewal and Replacement costs of the facility.

o Requires a Resolution from the community certifying funds are being used for Renewal and
Replacement expenses related to the facility that was partially or wholly funded by the Denali
Commission.

e  Account must allow for Denali Commission and other Auditing agencies to monitor deposit and
withdrawal activity (Monthly Reports on account activity must be sent to Denali Commission)

Financial Institutions

The Denali Commission has negotiated terms with two Financial Institutions that will allow for the unique

guidelines of these R&R accounts. Other institutions that will allow accounts that meet the guidelines above are

acceptable.

First National Bank

Wells Fargo

Contact Person

Lorraine O’Neal

Sr. Escrow Officer

First National Bank Operations
Center

1751 Gambell St.

Anchorage, AK 99501

Phone: (907) 777-3424

Fax: (907) 777-3446

Jackie Zuspan

Escrow Manager

Wells Fargo

301 West Northern Lights Blvd.
Anchorage, AK 99503

Phone: (907) 265-2162

Fax: (907) 265-2170

Type of Account Escrow Managed “First Escrow Managed “Regular
Investment” Account Savings” Account

Set-Up Fee $30.00 $35.00

Annual/Monthly Fee $50.00 Annual Fee and $5 $3 Monthly Fee until account

monthly fee until account balance
is above $2,500

balance is above $300

Disbursement Fee

$25.00 each time a community
requests funds (through approved
resolution)

$5.00 each time (for a Money
Order) when a community
requests funds (through approved
resolution)

Kwig Power Company
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Check Writing

None

None

Reports

Monthly Report to Denali
Commission on Deposit and
Withdrawal activity (.50 Charge)

Monthly Report to Denali
Commission on Deposit and
Withdrawal activity (No Charge)

Requirement for Withdrawal of
Funds

Approved Resolution Identical to
Attached Template must be
submitted to Escrow Department

Approved Resolution Identical to
Attached Template must be
submitted to Escrow Department

Interest

First Investment Account
Tiered depending on balance of
account (based on current
Treasury Bill). Below are
1/02/02 rates:

$0-$2,499 S557%
$2,500-84,999 T78%
$5,000-$24,999  .825%
$25,000-349,999 .846%
$50,000-399,999 .887%
$100,000+ 917%

Based on the Regular Savings
account:
5/20/02 rate = 1%

To establish an account:

1. Contact one of the representatives above
2. Tell them you need to establish a “Denali Commission Renewal and Replacement Account”
3. Sign the Account Agreement for the institution.
4., Pay set-up fee and fill out other general information to establish account

Sample documents attached include:
o Business plan language that requires R&R accounts
o Account agreements (between institution and community) templates
o Example of the resolution that is required to withdraw funds from a R&R account

Kwig Power Company
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ATTACHMENT C
EXAMPLE OF LANGUAGE IN ALL DENAI COMMISSION FUNDED ENERGY FACILTIES

Financial Responsibilities
There are two cost categories that will be incurred in the ongoing operation and upkeep of the Electric Utility
equipment — operations and maintenance (“O&M”) and renewals and replacements (“R&R”).

The Primary Operator will incur a number of expenses relating to the O&M of the equipment. O&M items
are defined as expenses that are incurred on a regular basis (administration, audits, etc) and maintenance
expenses that are incurred on an annual basis. O&M expenses are detailed in Table B: Annual OM Schednle
and a narrative detail is provided in Section VIII: Financial Information to address estimates and assumptions.

R&R costs are those expenses defined as items costing greater than $5,000 and/or that are not replaced on an
annual basis. Table D: 40 Year R&SR Schedule details the anticipated items, the frequency of their replacement
and their present day value.

The Primary Operator will maintain separate O&M and R&R accounts and will maintain a sufficient account
balance to meet the O&M and R&R financial goals in this Plan. The O&M account may be an active non-
interest bearing account. The Manager will be authorized to draw against the O&M funds for routine
expenses of the Facility; however, individual expenditures in excess of $5,000 will require authorization of the
Primary Operator’s management or governing body. See Appendix A: Statement of Qualtfications for an
overview of the Primary Operator’s fiscal controls and accounting procedures. The R&R account must be an
interest-bearing, managed savings account, which requires two signatories and a community resolution for
withdrawals, until such time as the cash balance makes an escrow account more cost effective; then the R&R
account may be transfetred to an interest-beating invested escrow account that is acceptable to the Denali
Commission. See Attachment 5: R&>R Fund Account -- Sample Documents, for examples of acceptable R&R
account agreements and a sample community resolution that limits the use of the funds to R&R expenses
only.

At least once a year, no later than November 30, the Primary Operator will develop a budget for the
upcoming fiscal year, January 1 through December 31, for both O&M and R&R. This will include an update
of actual expenses and projections and assumptions used in this Plan, as described in Section VIII, Financial
Information, Subsequent Operating Year Revisions. Additionally, Tables A-I should be updated.

Operations and Maintenance Guidelines

The Primary Operator will establish an account to fund the Facility O&M so that the O&M schedule can be
completed and the Utility operations can be sustained into the future (this is anticipated to be an active non-
interest bearing account). Section VIII: Financial Information provides Table B: Annual O&ZM Schednle as a guide
to plan for annual maintenance activities and Tabie C: 40 Year O¢»M Cashflow as a guide to estimated yearly
O&M required contributions.

Renewal and Replacement Guidelines

The Primary Operator shall establish an interest bearing escrow managed renewal and replacement account
acceptable to the Denali Commission, which will ensure capitalization of an amount sufficient to maintain the
R&R Schedule (see R&R Fund Account — Sample Documents for “How to Establish a R&R Account”).
Section VIII: Financial Information provides Table D: 40 Year R&R Schedule as a guide to plan for annual
R&R activities and Table E: 40 Year R&R Cashflow as a guide to estimated annual R&R required
contributions. These costs are based on the R&R cost estimate provided by HMS, Inc. See Appendix B:
O&M and R&R Cost Estimate.

The Primary Operator will use the estimates in this Plan for year one contributions, and in subsequent years

will recalculate contributions based upon actual costs.

Kwig Power Company 12
R&R Fund Account - Sample Documents




syuownoo(] Ifdweg - JUNOIDY punyg YU

Auedwor) ramog Simy

€E10 $ T 880°509 Z0S°SL $|- $ | ovecso'r $| LLvo8 ${ vLELPO1 § o

€€10 $1|98Lv09 YLE V0T $] 09681 $|- $ | Levos $l186v6 3 6€

£e10 $ P | v8r'voo 8L6'¥6  $] L10°LL $|- $ | 96¢°08 $locsoss  § 8¢

€10 $E|z81v09 0,608  $]zolst $|- $ 1 9s¢°08 $lairsse LE

€€1°0 $ B 0ss'co9 AIKTTANE ¥ BT A1 $|- $ | 91€°08 $|vos199  $ 9¢

€010 $ B 8i5°c0o 96199  $] €S ${8cz'vs $| 69179 $|oss1t9  § S¢

€01°0 $1 ] 92°c0o 088‘1y9  $[89¢11 $|- $|Le1T9 $|se89s ¥

€010 $ [ s.67T°09 I $|- §|oo1zy  ${zreosy  § 33

€010 $ B #.9°C09 Treosy  §| <168 $1- $ | sL0%9 $lestisey 8 z€

€010 $ 1| zLET09 sLsty § | eers $1- $ | ¥p029 $19.595¢ ¢ 1€

€L0°0 $F 120709 9.6'96¢  $]0¢€L9 §|ocv'e8r  ¢$|1s6cyr  §|1cosor  $ 0

€L00 $ 1| 0LL°109 16656 $ | £98°8 $|- $ | 626'c $loct'chy  § 62

€L00 $ B 044109 eel'sky  $ ] 8c8L $]- $ | L06'cr $ | cor'ice ¢ 8z

€L0°0 $E| 691109 cov'iee  $|¥189 $|- $|se8'ck  $|voL'ore 1z

€L0°0 $ F ] 698009 yoL'ove  $]028's $|- $ | cos'cy $|oz0'16z % 9z

£H00 $ |1 895°009 0z0‘t6c  $ ] 00C's $ | 658°CC $ | ve8'sT $]ss8Ter ¢ ST

€00 $ | 1 89z°009 66878 § | oro's $1- $|zi18'se $[coozse ¢ ¥T

€00 $ E 1 896%665 c00zsz  $ | ser'y $|- $ | 66LsC $[eoL 122 €

£v0°0 $ | | 899665 69,12z §| ev8c $|- $198Ls $lwzer  $ T

$H0°0 $ £ 1 69665 Wwizel  $|o6eTe $]- $|zi69z $1e6191 ¢ 1z

S01°0 $ || 690°66S 1€6'191  $]Tv6l $ | ¥s9'o9r 8| 20629 $lw'cos ¢ 0z

S01°0 $ B 0osL868 1wL'e9s  $| 128% $|- $ 11879 ${or0I6y  $ 61

S01°0 $ L4 1.t'868 6H0'16Y  $]96¢°8 $|- $ | 6c8T9 $leg'ery 81

S01'0 $F1zer'ses c1g’6ly  $|000°L $|- $ | 808°c9 $ | so0'ose  $ Ll

S010 $E | cLeLes g00‘'0s¢  § | ze9's $|- $| 1229 $fL65182 ¢ 91

S01°0 $ b | visiies 16518 $ ] 162% $ | zee'se $|svLco $ |8t § sl

SLO0 $E|sLcLes z682sc  $| 080%F $|- $|96L vy ${910v0z  $ ¥l

+ 958a10UY 3500 da)s reak § SL00 $ 1] LL696S 9100z  $|zTTlC $|- ${ciLvy $liciost ¢ €L
 Hay 32d 150D ey SL00  $ | 18.9968 1Z19st  $] 481 $1- $1scvy  gfosteor 71 ,
$ 9]qEII(IOD HAY [eRTU] 5.0'0 $ [ o8c96s 981601 $|+921 $|- $|occvr 8] vereo $ 11 W
SLO0 $ E | z80%96S ¥61°€9 $|- $|ovvTrl  $ | 90LY ${ic6091  § 01 "
P00 $ || ¥8LSES LE6091  $]0€9C $|- $| o189z $|evIcl 8 6 ”

S%0'0 $ 1 ospses LevIel  §]€s0T $|- $|LoL9z $ ozl 8
1$93,] MOIISH PAISIAU] SP0'0 $ || 681°568 LY9'T01  §|88¥'1 $1- $ | ¥8L9C $|9LEvL $ L |
SHO0 $ B 16868 OLE VL $ | 18¢1 $1- $|oLL'9z $| 6129 $ 9 |
S¥0'0 $ E | ves'yes 6129 $| Los $| 2691 ¢l Lsioz $ | 898°s¢ $ S |
: 97y JUSURSIALIY 5100 $Fdloeves 898°G¢ $]s8L $|- §|vics $ | 89192 $ ¥ W
: 9rey voneyul S10'0 $ [ 000'v6S 891°9T $ | cos $]- ${0168 $f9sLo1 $ € |
S10'0 $ || oze'zos 96.91 $ | zve $1- $ | sev's $| 8.0 $ r4 |
S10°0 $ | ] 09s'8gs 8/0'8 $|- $|- ¢ | 8.0 $| - $ 1 ”
S IR JHAN HHMH& uc%wwnwuw_“um syuswaoedoy susods(q uMMMMm ,

b3reyoing YU 9BRTIO0 jo puyg 1s9193U] /STemauy fenauy jo ‘Sog TR
@uezwwAN :
DOQN—«Q mvﬁ—.-..m Mm »% Mm '

MAOTAHSVD INHWNHIVIdHY ANV TVAHNTY dVdA 0V
d LNHWHOV.LLV



INSURANCE QUOTE




